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AGF PREFERRED INCOME FUND 


The AGF Preferred Income Fund 
completed its first full-year of 
operation in December 1985 with 
assets rapidly approaching $300 
million. During the year the Fund 
managed an average annual distri- 
bution rate of 8.31% coupled with a 
5% increase in the net asset value. 

Due to its continued growth, the 
Fund was able to participate actively 
in most of the high quality new issues 
that came to market during the year, 
as well as adding to its original core 
holdings via the secondary market. 


The portfolio current composition is 
illustrated graphically on the facing 
page. 

Despite the possibility of short term 
increases In interest rates, we feel the 
general trend will be downward for 
the coming year. Hence we believe 
preferred yields will continue to drop 
somewhat, though at a slower pace 
than bond yields. The Preferred 
Income Fund should therefore be 
able to maintain a payout in the _ 7%4% 
to 8% range for 1986. 
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Statement of Assets and Liabilities 


Assets 
Investments at market value 


(average'cost — 1985'$279.740 221 1984°$77-388,033))...25-.- -eeereeeeee eee ee merear 
Cashiand short-termide posits ssrcncsss gesn aces secae toned eccee mee cnci ++ HERR Ee etee eet ee See eae 
Receivable for units of the Fund subscribed for but umissued..................0.ceeceeeeeeees 
Receivable forsecuritysalés| anc. meresu-c-ecoasoneeee tee tee etic << «ol Meee eee seRe een eet Ree 
Dividendsiand interest.recelvablewes.cnseoscese ces eceecet tee aeons eis EERE eee eee 


Bank overdratt 27 5.5. feiesccecnntinenls aie ane aise eb intcagen oan seein e tena *s:- sees See eres ey: 
ANCCTUECIEXPEMSES ila vogtonec Miia ttasensads of aecen Moecaa reece cd «n> Sep eEE tee nee eae Reet 
Rayabletor unitsor the bund redeemedie..:-.-nuca eeeeeteeeenee ee: eeeeeeee Te eeee eee ere 
Payablestorsecunity purchasesccnc onic c-ti.ab.. noc seantasadertene css tos» < eeten eR aubRscce ee aoe 
Distributions payableito unitholdersin ay epeeeh ce eee ee tec ne eee eee nteee eae eee 


NET ASSETS’ REPRESENTING UNITHOLDERS EOUITY . tiannce- canes ecceeeasone: 


28,010,954 units (1984 — 8,915,013 units)(Note 3) 


NETWASSEDPVALUELPERCUIN Titian det: .sctmiascechiertblanichted ter . «cctereeecitenen sehaceremaete 


Approved by the Board of Directors of A.G.F. Management Limited 


, Director 


We WMatlcebr , Director 


December 31 


1985 


$292 876,193 


12,506,086 
5,819,724 


2,449,000 


313,651,003 


5,022,335 
170,569 
3,013,675 
11,345,425 


2,673,689 
22,225,693 
$291 425,310 


$ 10.40 


1984 


$ 79,209,434 
D5 2298 
4,296,137 


680,228 


89,738 ,090 


58,666 
88,302 
903,700 


647,597 
1,698,265 
$ 88,039,825 


$ 9.88 
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Income: 


Dividends... Paceetwes.die 
Interesty..0a-cceaeeeeee en aces 


Expenses: (Notes 6 and 7) 


IManapems tec). eeere rere 
AUCIDR CCS es emer reeese st se 


Statement of Income 


Custom recs. and bank Charvesia demas v/asahitucs laesosiayiteacts- si ndeeteeeeaoss ocd enlancaoane 


INCCLEStAM Ne etee paceeaceees 
Me Calitcesareean-c eer ee 
Unitholder servicing ....... 


AMIN alpaMaKG Atle ThVele POTS cere. sem nce atlas anes wseisecisisnc aaa eec on tees Mees talents cia 


Other cee bac tee adeaas 


Year 
ended 


December 31, 1985 


$16,438,615 
264,013 


16,702,628 


869 ,647 
11,600 
12,823 
92,672 

250 

207097, 

15,031 
1,484 


1,220,604 
$15,482,024 


Period from 
April 10, 1984 


to December 31, 1984 


$ 2,089,263 
1,038,336 
351275599 


1523/5 
7,500 
7,025 
2,483 
1,553 

41,085 


736 
2) TES 
$ 2,914,842 


AGF PREFERRED INCOME FUND 


Statements of Change in Net Assets and 
Realized Loss on Sale of Investments 


Year Period from 
ended April 10, 1984 
December 31, 1985 to December 31, 1984 


Change in Net Assets 
Negassetsat be ginning of period et: -0-+ 12... .<.02. decrees ete saees 1s. Seema ee eee $ 88,039 825 $ _ 
Proceeds from sale of units and reinvestment 
of distibutions (Note 3)iss.cs.saatecw sas: nee. cee ives iteeee ere es ass ee eee Reet eter 214,394,577 87,139,449 
Net income:fomthe period ees cecamacaccrcincenecenectiece toner ntece recs seer eee ee eames 15,482,024 2,914,842 
Net- unrealized appreciation oL investments °...5..02.2ase<c-ss0.----0- -eepeemecee ene aces 11315171 1,820,801 
329,231,597 91,875,092 
Less: 
Costofunitsimedeemedi(Note3)bacseecseeeesreee ee tee ee onan bs «see doce ane 19,838,467 848 ,007 
INet realized lossionisaleofhinvestmentsicssresssseseso teeeeneoen see aec scene eer ee aero reeree 2,485 ,796 72,418 
Distributions tomunitholdersi(Note) messeescseece a eee eee eee eee 15,482,024 2,914,842 
37,806 ,287 3,835 ,267 
Net assets. atiend of period 38, seesecmarsecceret ossdessetee senna tee tetecs »- <aMeeRe ee tee cee tener $291 ,425,310 $ 88,039,825 
Netiasset: valuesperunits.assam ence. cacti s ccoemetecrtase tt ceeriete se oases are ececten a eeee eae $ 10.40 $ 9.88 
Realized Loss on Sale of Investments 
Proceeds fromisalevotinvestmentsis.ss eee correc eee ene eee eee ere $ 90,513,708 $ 31,857,707 
Cost of investments at beginning: of period 2).--.<---a ereteen <<... Sameer nes eterna 77,388,633 — 
Cost'of investmentsipurchased during:the period 372..-5,-.ces.. >... seeereereta earner 295,351,092 109,318,758 
S72 USS TOS 109,318,758 
Costiofinvestmentsiat end ofiperiod messes seen sete eee eee nee ere eeneer eee hens ae 279,740,221 77 ,388 ,633 
Cost-of investments sold during the period’... ....3¢c)stcteech ean. ee eae eee 92,999 504 31,930,125 
Net realizediloss‘onisaleiofinvestmentsmens--heen eee eecente ano. eee eee eee $ 2,485,796 $ 72,418 
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Notes to Financial Statements 
December 31, 1985 
1. Summary of accounting policies: 
Valuation of investments — 


The market value of the Fund’s investments is determined as follows: 


(a) Securities listed upon a recognized public stock exchange are valued at their closing sale price on the valuation date. 
Securities not traded on that date are valued at a price between the closing recorded asked and bid prices. 

(b) Securities not listed upon any exchange are valued in the same manner based upon any available public quotation in 
common use or at a price estimated to be the true value thereof on such basis and in such manner as may be approved 
by the Manager. 


Investment transactions and income — 


Investment transactions are accounted for on the trade date. Interest income is accrued daily and dividend income is recog- 
nised on the ex-dividend date. Realized gains and losses from investment transactions are calculated on an average cost basis. 


Translation of foreign currency — 
Foreign currency amounts are expressed in Canadian dollars as follows: 


(a) Market value of investments and other assets at the rate of exchange at the end of the year. 
(b) Purchases and sales of investments and dividend and interest income at the rate of exchange prevailing on the respec- 
tive dates of such transactions. 


2. Commencement of Fund: 


AGF Preferred Income Fund was created by a Declaration of Trust on April 10, 1984 and commenced operations on July 5, 
1984. 


3. Unitholders’ equity: 


(a) Unitholders’ equity includes the amounts representing realized gains (losses) on sale of investments and unrealized 
appreciation (depreciation) of investments. 
(b) Units of the Fund, which are redeemable at the option of the holder in accordance with the provisions of the Declara- 


tion of Trust, do not have any nominal or par value and the number of units which may be issued is unlimited. The 
following units were allotted and redeemed during the periods indicated: 


Year Period from 
ended April 10, 1984 
December 31, 1985 to December 31, 1984 
Units sold and distributions reinvested (including units subscribed 
for but unissued at end of year) — 
NumiberOtunitSescs.c cnc: eecucscere oe ance ace ene ao oss aeons 21,041,495 9,001,715 
PIGECCUSUE AEF SAGA OE OR BAIR AS. On, REED a $214,394,577 $ 87,139,449 
Units redeemed — 
INUMDER OL UMS ecclesia See Soe oe ease rae San Gls oe ee 1,945 554 86,702 
Redemption. Coste, ii sa aiie te cas sc adietarign ss socaspeaics saisejcap adage Ses eeaeae $ 19,838,467 $ 848,007 
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4. Net income per unit: 


The following is the net income per unit for the periods indicated based on the average number of units outstanding during the 


period: 
Year Period from 
ended April 10, 1984 
December 31,1985 to December 31, 1984 
Netincome per lunite.calsaeassasaeacstse sesreres sete omen aw cacti ae ene etek ee 86.52¢ 43.45¢ 


5. Distributions: 


Distributions have been paid or credited to unitholders in accordance with the terms of the Declaration of Trust. All of the net 
income and sufficient of the net taxable capital gains are payable to unitholders in the calendar year so that no income tax is 
payable by the Fund. 

Distributions for any year are made first out of net income, then to the extent necessary out of available realized gain on in- 
vestments, and, if the two preceding sources of funds are exhausted, then out of contributed capital. This procedure conforms 
with the terms of the Declaration of Trust. 

The following are the distributions per unit paid or credited to unitholders during the periods indicated: 


Year Period from 
ended April 10, 1984 
December 31,1985 to December 31, 1984 


Distributions per unit: 


Brom netancomens. cer eenen- ce cceemeeeee lees ee aces ona ececlesls - eee nee 84.196¢ 38.541¢ 
Fromicapitalicontibutionsi a cercascee erences ee ae eee — 5.090 
84.196¢ 43.631¢ 


During 1984 amounts distributed to unitholders from capital contributions by unitholders aggregated $451,821. 
6. Expense ratio: 


The following is the ratio of all expenses of the Fund (other than brokerage commissions on securities transactions and all tax- 
es) expressed as a percentage of the average of the net assets as calculated for the purpose of the issue of units of the Fund as 
at each valuation date of the Fund, calculated on an annual basis. 


Year Period from 
ended April 10, 1984 
December 31,1985 to December 31, 1984 


EXPENSE TAO sce ccinesinorates veisuotioeeaneroetns us nsielislod asccteted Seat ay oo ate ee ee et 0.70% 0.68% 


7. Manager’s fee: 


A.G.F. Management Limited is the Manager of the Fund and provides all services and facilities that are necessary in order for 
the Fund to carry on its business. In particular, the Manager provides investment management, advisor and administration 
services. The Manager pays all expenses of the Fund other than audit and legal fees, custodian fees and bank charges, unit- 
holder servicing expenses, brokerage on securities transactions and all taxes. 


As compensation, the Manager receives a fee, payable monthly in arrears, at the annual rate of 1/2 of 1% of the average daily 
net asset value of the Fund. 
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8. Brokerage commissions on securities transactions: 


Year, Period from 
ended April 10, 1984 
December 31,1985 to December 31, 1984 


Commissions on purchases and sales of Securities................0cceceeeee eee ees $400,973 $162,842 
9. Statement of portfolio transactions: 


A statement of portfolio transactions (unaudited) for the period ended December 31, 1985 will be provided, without charge, 
by writing to: 


A.G.F. Management Limited 

50th Floor, Toronto Dominion Bank Tower 
Toronto Dominion Centre 

Toronto, Ontario 

MSK 1E9 


Auditors’ Report 
To the Unitholders of 
AGF PREFERRED INCOME FUND 


We have examined the statement of assets and liabilities and the statement of investment portfolio of AGF Preferred Income 
Fund as at December 31, 1985, the statement of assets and liabilities as at December 31, 1984 and the statements of income, change 
in net assets and realized loss on sale of investments for the year ended December 31, 1985 and for the period from inception of the 
Fund on April 10, 1984 to December 31, 1984. Our examinations were made in accordance with generally accepted auditing stan- 
dards, and accordingly included such tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these financial statements present fairly the financial position of the Fund as at December 31, 1985 and De- 
cember 31, 1984, its investment portfolio as at December 31, 1985 and the results of its operations and the change in its net assets 
for the year ended December 31, 1985 and for the period from inception of the Fund on April 10, 1984 to December 31, 1984 in ac- 
cordance with generally accepted accounting principles applied on a consistent basis. 


Toronto, Ontario Price Waterhouse 
March 4th, 1986 Chartered Accountants 
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Statement Of Investment Portfolio 
December 31, 1985 


Average Market 
No. of Shares Cost Value 
PREFERRED STOCKS (100.5%) 
140,000 Aluminum Company of Canada, Limited 
(U.S.) floating. rate: cums reds pid. Digies\s..5. 055-2 --eepee he tee een cance $ 4,644,150 $ 4,891,250 
110,000 Atlantic Shopping Centres Limited 
944% cum) Ted. rets pide Series lay... ssse-e cement rene netstat eae aera esi 2,755,043 3,107,500 
115,500 Bank of Montreal 
$2.50 cum. red. pfd: ““A”’ Series 2 . ....:. 21. : eee ree eee see 3,147,414 3,190,688 
50,200 The Bank of Nova Scotia 
floating-rate‘cums reds pide Series... anemsceer eee eceteeeren ce epen eee acee 1,269,710 1,324,025 
118,700 Bentall Capital Corporation 
OForcumared: ret. ist pide SenicSe liven s.c. eeeeee eee eee ee sere ere eee see 2,978,895 3,160,387 
35,000 British Columbia Telephone Company 
704%: cum. TEd \Pldsern.d occacensinssenincseue va Seemebmctr see daeilanseecee sartceeteeeee TAB ESS 787,500 
174,300 British Columbia Telephone Company 
T.40 TCM. TED. Plo ia. cc cosenntiawercncice vt cack Meta etlas ft temedelo nace: tema 3,690,076 3,907,806 
130,000 British Columbia Telephone Company 
7:09. 7o CUM, TEC. PICs ves.cacccnpedendens (oes «s+ MEER cee har eee tees 2,842,200 3,013,400 
835,900 The Cadillac Fairview Corporation Limited 
850% cum’-reds pide CAN. srosoaeceeaccenes soc eRC Mee one eR CaS EE ERE eres 7,814,966 8,359,000 
400,000 Calgary Centre Holdings Ltd. 
Sul/SZo.cumaredaretal StipidaSeniesilare ss. 4 eeeeene CREP Ene eer e eee eeeeteeece 10,000,000 10,900,000 
110,000 Campeau Corporation 
8% cumsted. ret: pidgmB Aasecceccsccctecns: SeRREEe Teaco nee eee eens 2,612,500 2,736,250 
100,000 Canadian Utilities Limited 
1:307e'cum. red 2nd pid.s SC 2 soma.3,cissiaealse Pepe ee en tee cone ape eee eee 2,200,000 2,425,000 
363,000 Canadian Utilities Limited 
7.80 7orcumared arets DG pid yak ecenccs. eeeeee ee ee eee eae cee ace eee 9,075,000 9,438,000 
25,000 Consolidated-Bathurst Inc. 
$5.75:cum.iredyret=2nd pid: A” ...10 1c... eee ene enna eee ae 1,409,500 1,400,000 
200,000 Consolidated-Bathurst Inc. 
8.16% fixed/floating rate: cum. red: 2nd pid. C7 tesa nae encores ee 5,000,000 5,050,000 
230,200 Crown Life Insurance Company 
$2.25'eum. reditet.pids “Ac Classil’s.2:...: Gaeeeremeea en nic naee aoe es 5,785,471 6,186,625 
228,800 Denison Mines Limited 
O74 7o CUM A TEAL TEE! PLO eA” ibs acs secon co MRR eee eo eeeeemes 5,833,092 5,948,800 
109,400 Dofasco Inc. 
$2,35;cums red= pid. =B’? 1980 Series ......... meee etree an eee ore 2,807,148 2,748,675 
50,000 Fidinam Properties Inc. 
97/4 Zo.cumared (ret {lst' pidaSeries la...2;.ceeeeeeeeene moma eee ee 1,250,000 1,381,250 
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No. of Shares 


200,000 The Great-West Life Assurance Company 
meOcolcnip red retpids GAC adhe aaa. ctynise seemed st et ce 
207 ,000 Hammerson Canada Inc. 
SOOZoicumsred!srete pid se B ie isa secsiscssncoattec ee eee Ne eee oe 
318,400 Hammerson Canada Inc. 
OBIS Co Cumieme ds te te Pid uscAe reac san. eR ete cece eeen 
110,000 ITT Canada Limited 
Ve20oicumaredtetailisti pid: Senles Lien... aeeenee epee eeee nese eee eeere 
280,000 ITT Canada Limited 
plorcum. red. ret; lst pid. Series I) ..........;.,qeameer eae e-cmasias eee: 
100,000 The Imperial Life Assurance Company of Canada 
$2825 cum. ted.‘ret;2nd pid. Series. I] ........:scaceenaeri«eert: cara ameeet 
280,000 JDS Capital Limited 
S2eaS7/Sicumredsrets Ist.pfds Aes. sv. .:..eerassan sce eee eins PHI a 
400,000 Lonvest Corporation 
7.88% cum. red. fixed/floating rate Class I, pfd. ‘A’ ...........cecsceeceee eee 
270,000 Manitoba Properties Inc. 
Oiaeccumy red retapid. WAT i jsdcucsleten 2. .uadgoracaah Reema: ee aden chees 
437,000 Manufacturers Life Capital Corporation 
WeoSvoucums redsret. IstipidicAc sascvc.5ss sapsasinneuate eee eee nade eer 
102,678 Maritime Telegraph and Telephone Company, Limited 
DS GOCCRCUM: KEGs\PlG a 020) os ps iytosatlencave<a ys + staaeavesasgunacyuca-s Rute eeeD ee 
76,190 The New Brunswick Telephone Company, Limited 
SIRSS cum Vred i pid. .cccovecencsonsgeste RATS s- MRD RIO a ee 
104,600 Northern Telecom Limited 
floating rateicumsredsret) pida “A: Series 3amcsqsd.cuateneee eee ese cee 
128,500 NOVA, AN ALBERTA CORPORATION 
PeOOPorcum red lstyptd ae ncesacssscione see ode +s SOE mrraerssarecies te doseeree es 
181,680 NOVA, AN ALBERTA CORPORATION 
9 W5Vorcum TEC. USt Pl 5 sw cedseenseskine sciese. <sabaces ene deaeeeaee tere teas. tac 
163,310 NOVA, AN ALBERTA CORPORATION 
OD AOGercumistede Wst Pidiar. scccocwececdesseone- sAMteedsosscudeace teareueh chee 
299,700 Pacific Western Airlines Corporation 
204875 cumered, ret 1st pid. A” «..0......- -cteecotsc<4- Reema bebe be f .taes 
144 ,000 Presidio Developments Ltd. 
DES ToxCUMAret are G Ory 2 ARS tae csaciss-risne cmmpeeeerse a rsenean eee oaeee essere ote 
60,000 Ranger Oil Limited 
(ULS:) OPIUM (ely iti oh Cale VEN” paccauogauoseSBReno cudaedacobuauo ocd cammaeqoucnanee 
334,500 The Royal Bank of Canada 
SPI8S Curie redehst- Didier: oie. paior t+... deeriackcnmmatameteny cdechas SGacwses 
10,000 Royal Trustco Limited 
SSicummreadssemion pidge sacsseetcac news cae « aeenten mee metre eeu asen ease. 
400,000 Royal Trustco Limited 


SO Torcumiated spiders Greeacteee accie tabi es tes eee etter epeececrs sete se ace or 


Average 
Cost 


5,016,000 $ 
5,175,000 
8,112,663 
2,750,000 
7,000,000 
2,500,000 
7,000,000 
10,000,000 
7,143,662 
10,925,000 
1,094 547 
1,605,704 
2,633,146 
2,668,709 
4,575,453 
4,121,683 
7,481,528 
3,600,000 
2,063 ,600 
6,736,265 
977,500 


10,000,000 


Market 
Value 


5,250,000 
SESS 
8,557,000 
2,750,000 
7,735,000 
2,687,500 
7,560,000 
9,900,000 
7,458,750 
11,034,250 
1,090,954 
1,628,561 
LASS 
3,132,188 
4,678,260 
4,184,819 
8,091 ,900 
3,852,000 
2,159,138 
8,153,437 
1,010,000 


10,450,000 
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No. of Shares 


551,800 
57,000 
334,000 
19,000 
20,000 
37,600 
19,100 
24,592 
105,000 
41,500 
190,000 
410,000 
178,000 
221,400 
379,400 
439 ,000 


140,000 


Average 
Cost 

The Toronto-Dominion Bank 

$2/375 Ist Cum. red.. pid. “Ar se cneesescroustose ne Ree nae eager eee Tee $ 14,058,366 
TransAlta Utilities Corporation 

$236 First'Series'cum= reds 2nd pid... 1.17... eee ete eee eee 1,490,605 
TransAlta Utilities Corporation 

F20 Zo red W1St: pid saewes we recttet nc cselreetete en's sere MEE Ae onerae clatter ee ee 8,350,000 
TransAlta Utilities Corporation 

1-30 Joel weltthSeniesicumpreds Ist pidin...aneeesame acne teen eee ae ree 1,684,350 
TransAlta Utilities Corporation 

i447 Thirteenth Series cums red:-Ist pid. cteaseseeeteeeeece team eeee 1,734,000 
TransAlta Utilities Corporation 

8:64% Fifteenth Seriesicum: reds Istipid: ...ccescasen eee eee meee 3,834,240 
TransAlta Utilities Corporation 

97/470. Ninth Seriesicummred elstipidia.c.2.. cmeceeasenereeeeeeeaeeeesea ances 1,971,120 
TransAlta Utilities Corporation 

10% Seventh'Series cums reds ist pidiv.. s+. .seeeeere ene te eee ee ee ere 2,493,061 
TransCanada PipeLines Limited 

78075 cum. ted ret-dstipid--Series I 5.24... 2. seee ose ate eee eee eae 5,250,000 
TransCanada PipeLines Limited 

8.70% cum. red). Téet= Istipid trans. occa tenet tose cece Rn gee 2,075,000 
Trilon Financial Corporation 

floating rate Class Ipidi oA’ a ccccanctinnes are aamenucattemans onntenceeencemmennre 4,785,625 
Trilon Financial Corporation 

8% cum. red. fixed/floating rate Class II pfd. Series 3....................005 10,250,000 
Trizec Corporation Ltd. 

variable rate senior pid: “B” Series 3.45. ....:: tampon ten tae «utente seme neta: 1,806,700 
ULS Capital Corporation 

$2.25 cum. red. ret, fixed/floating rate-Ist pfaeeAc ssacscasssccsevser- tors 5,536,823 
Ultramar Capital Corporation 

Si/57orcum) rede rets [stpideeSeries I so1..<:-sseeeeeearce i fiseuaiseeceeee 9,951,856 
U.S. Steel Canada Inc. 

9%: cum: red..retapids Series lciisic.ccesssc.. .odegascsesees eseeneasasous een. 10,975 ,000 
Westcoast Transmission Company Limited 

7 :68% cum. red: reteist:pfid: Series s.72k::. i Maeasactes cee nasteete seam 3,500,000 
Miscellaneous preferred stOcks® .5. os... sicccs sus. aaeeenen eee sen ace oe eee ee 982,275 
TOTAL. PORTFOLIO (100.5%)... 0.:.cc0cs.s. caateaemennnneoeiasiseanareeroacbeet $279 740,221 


* Under accumulation/disposition 


NOTE: Percentages shown relate investments at market value to total net assets of the Fund. 


Market 
Value 


$ 14,829,625 
1,496,250 
8,350,000 
1,733,750 
1,800,000 
3,882,200 
1,981,625 
2,557,568 
5,394,375 
2,199,500 
4,702,500 

10,198,750 
1,780,000 
5,950) 125 

10,196,375 

11,743,250 


3,535,000 


981,337 


$292 876,193 
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CBRS No. of 
Rating Shares 


Pl 
Pl 


Pl 
Pl 


50,200 
104,600 


190,000 
178,000 


110,000 
118,700 

95,000 

57,800 
363,000 

25,000 
230,200 
208,800 

50,000 
200,000 
207,000 
318,400 
110,000 
280,000 
100,000 


280,000 
270,000 
437,000 
182,600 
299,700 
144,000 
60,000 
U.S.) 
334,000 


221,400 


379,400 
447,000 


140,000 


FLOATING PREFERRED STOCKS (3.3%) 
The Bank of Nova Scotia 
floating rate cum. red. pfd. Series | 
Northern Telecom Limited 
floating rate cum. red. ret. pfd. “A” 
Series 3 
Trilon Financial Corporation 
floating rate Class I pfd. “A” 
Trizec Corporation Ltd. 
variable rate senior pfd. “B” Series 3 


$ 1,269,710 


2,633,146 
4,785,625 


1,806,700 
10,495,181 


RETRACTABLE PREFERRED STOCKS (45.9%) 


Atlantic Shopping Centres Limited 

9%% cum. red. ret. pfd. Series | 
Bentall Capital Corporation 

9% cum. red. ret. lst pfd. Series | 
Campeau Corporation 

8% cum. red. ret. pfd. “B” 
Canada Northwest Energy Limited 

9% cum. red. ret. pfd. “A” 
Canadian Utilities Limited 

7.80% cum. red. ret. 2nd pfd. “K” 
Consolidated-Bathurst Inc. 

$5.75 cum. red. ret. 2nd pfd. “A” 
Crown Life Insurance Company 

$2.28 cum. red. ret. pfd. “A” Class I 
Denison Mines Limited 

934% cum. red. ret. pfd. “A” 
Fidinam Properties Inc. 

94% cum. red. ret. lst pfd. Series | 
The Great-West Life Assurance Company 

7.70% cum. red. ret. pfd. “A” 
Hammerson Canada Inc. 

9.00% cum. red. ret. pfd. “B” 
Hammerson Canada Inc. 

9.125% cum. red. ret. pfd. “A” 
ITT Canada Limited 

7.20% cum. red. ret. Ist pfd. Series 2 
ITT Canada Limited 

9% cum. red. ret. 1st pfd. Series 1 
The Imperial Life Assurance 

Company of Canada 

$2.25 cum. red. ret. 2nd pfd. Series II 
JDS Capital Limited 

$2.21875 cum. red. ret. lst pfd. “A” 
Manitoba Properties Inc. 

9¥%% cum. red. ret. pfd. “A” 
Manufacturers Life Capital Corporation 

7.25% cum. red. ret. Ist pfd. “A” 
Norcen Energy Resources Limited 

8.12% cum. red. ret. 2nd pfd. “A” 
Pacific Western Airlines Corporation 

$2.4375 cum. red. ret. Ist pfd. “A” 
Presidio Developments Ltd. 

9.25% cum. ret. red. pfd. “A” 
Ranger Oil Limited 

9.25% cum. red. ret. pfd. “A” 
TransAlta Utilities Corporation 

7.20% red. ret. lst pfd. 
ULS Capital Corporation 

$2.25 cum. red. ret. fixed/floating 

rate lst pfd. “A” 
Ultramar Capital Corporation 

8.75% cum. red. ret. Ist pfd. Series 1 
U.S. Steel Canada Inc. 

9% cum. red. ret. pfd. Series | 
Westcoast Transmission Company Limited 

7.68% cum. red. ret. lst pfd. Series | 


2,755,043 
2,978,895 
2,296,250 
1,472,127 
9,075,000 
1,409,500 
5,785,471 
5,323,206 
1,250,000 
5,016,000 
5,175,000 
8,112,663 
2,750,000 
7,000,000 


2,500,000 
7,000,000 
7,143,662 
10,925,000 
4,565,000 
7,481,528 
3,600,000 
2,063,600 


8,350,000 


5,536,823 
9,951,856 


11,184,800 


3,500,000 
144,161,424 


$ 1,242,450 


2,693,450 
4,488,750 


1,780,000 
10,204,650 


3,066,250 
3,160,388 
2,296,290 
1,408,875 
9,438,000 
1,362,500 
6,157,850 
4,854,600 
1,375,000 
5,225,000 
5,459,625 
8,437,600 
2,163,750 


7,595,000 


2,612,500 
7,455,000 
7,357,500 
11,088,875 
4,633,475 
1,979,513 
3,744,000 
1,970,193 
8,475,250 


5,811,750 
9,911,825 
11,789,625 


3,552,500 
148,942,694 


AGF PREFERRED INCOME FUND 


STATEMENT OF INVESTMENT PORTFOLIO, 
AS AT MARCH 31, 1986 (unaudited) 


CBRS No.of 
Rating Shares 


Pl 
P2 
P2 
P2 


N/R 


P2 
Pl 
Pl 
P2 


P2 
Il 


115,500 
35,000 
194,300 
162,000 
1,222,700 
73,200 
100,000 
194,500 
200,000 


245,700 


400,000 


56,011 


128,500 
181,680 
163,310 
190,000 
125,000 
364,100 

10,000 
400,000 
551,800 

29,000 


39,900 


38,400 


37,600 


410,000 


STRAIGHT PREFERRED STOCKS (46.9%) 

Bank of Montreal 
$2.50 cum. red. pfd. “A” Series 2 

British Columbia Telephone Company 
7.04% cum. red. pfd. 

British Columbia Telephone Company 
7.40% cum. red. pfd. 

British Columbia Telephone Company 
7.65% cum. red. pfd. 


The Cadillac Fairview Corporation Limited 


8.50% cum. red. pfd. “A” 
Canada Trustco Mortgage Company 
8% pfd. 
Canadian Utilities Limited 
7.30% cum. red. 2nd pfd. “C” 
Canadian Utilities Limited 
7.70% cum. red. 2nd pfd. 
Consolidated-Bathurst Inc. 
8.16% Fixed/Floating rate cum. red. 
2nd pfd. “C” 
Domtar Inc. 
8.40% cum. red. pfd. “B” 
Lonvest Corporation 
7.88% cum. red. fixed/floating rate 
Class I, pfd. “A” 
The New Brunswick Telephone 
Company, Limited 
$1.85 cum. red. pfd. 
NOVA, AN ALBERTA CORPORATION 
7.60% cum. red. Ist. pfd. 
NOVA, AN ALBERTA CORPORATION 
9.75% cum. red. Ist pfd. 
NOVA, AN ALBERTA CORPORATION 
9.76% cum. red. Ist pfd. 
Power Corporation of Canada 
8% cum. red. Ist pfd. 1986 Series 
The Royal Bank of Canada . 
$1.45 cum. red. conv. Ist pfd.“B” 
The Royal Bank of Canada 
$1.88 cum. red. Ist pfd. “A” 
Royal Trustco Limited 
$8 cum. red. senior pfd. 
Royal Trustco Limited 
8.5% cum. red. pfd. “G” 
The Toronto-Dominion Bank 
$2.375 Ist cum. red. pfd. “A” 
TransAlta Utilities Corporation 
7.30% Twelfth Series cum. red. Ist pfd. 
TransAlta Utilities Corporation 
7.44% Thirteenth Series cum. red. 
Ist pfd. 
TransAlta Utilities Corporation 
7.70% cum. red. lst pfd. 
TransAlta Utilities Corporation 
8.64% Fifteenth Series 
cum. red. Ist pfd. 
Trilon Financial Corporation 
8% cum. red. fixed/floating rate 
Class II pfd. Series 3 


Miscellaneous preferred stocks (0.2%)* 
TOTAL PORTFOLIO (96.3%) 


SUMMARY OF NET ASSETS (unaudited) 
Total portfolio (96.3%) 
Net current assets (3.7%) 


Total net assets (100%) 
Net asset value per unit 


*Under accumulation/disposition 
Note: Percentages shown relate investments at market value to total net assets of the Fund. 


Average 
Cost 


$ 3,147,414 
715,575 
4,130,076 
3,570,200 
11,651,640 
1,489,242 
2,200,000 


4,862,500 


5,000,000 
6,145,800 


10,000,000 


1,180,432 
2,668,709 
4,575,453 
4,121,683 
9,500,000 
2,283,134 
7,449,033 
977,500 
10,000,000 
14,058,366 


2,584,850 


3,558,535 


3,649,770 


3,834,240 


10,250,000 


Market 
Value 


$ 3,132,937 
761,250 
4,227,968 
3,645,000 
11,615,650 
1,445,700 
2,362,500 


5,105,625 


4,850,000 


6,081,075 
9,600,000 


1,176,231 
3,084,000 
4,564,710 
4,143,991 
9,547,500 
2,265,625 
8,647,375 
1,035,000 
10,000,000 
14,622,700 


2,646,250 


3,551,100 


3,580,800 
3,816,400 


9,635,000 


133,574,152 


135,144,387 


521,130 


478,500 


$ 288,751,887 


$ 294,770,231 


$ 294,770,231 
11,207,549 


$ 305,977,780 
$ 10.19 


PORTFOLIO 


UPDATE 


OUTLOOK FOR PREFERREDS 
POSITIVE FOR BALANCE 


OF 1986 


he first quarter of 1986 has beena 
standstill period for preferred 
share investors. While the bond 
market has been very strong, the new 
provisions for the Dividend Tax Credit in 
the Federal budget affected the market for 
preferred shares. 


Both American and Canadian bond mar- 
kets have performed exceptionally well of 
late; U.S. interest rates have declined from 
9-1/4% in February to 7-1/2% currently. 
In Canada long term interest rates have 
moved more slowly reflecting the high 
short term rates used to protect the value 
of the dollar. With lower oil prices, a sub- 
dued inflation rate and more central bank 
accommodation, we feel that interest rates 
will continue their downward trend, bod- 
ing well for preferred share prices. 


Although the changes to the tax treatment 
of dividends proposed by the budget 
affected the net asset value of the Pre- 
ferred Fund, the capital loss of 2.6% has 
been regained in the past month. The 
fund continues to pay out over 8% in divi- 
dend income and in comparison to long 
bond yields of 8.90% (9-1/2 October 2001) 
the relative after-tax attractiveness of the 
fund is quite obvious. We therefore look 
forward with confidence to the perfor- 


mance of the fund for the remainder of 
1986. 


a IN wu WG, 
gi A SNLES 


To obtain additional copies of this report, contact AGF Management Ltd., 50th Floor, Toronto Dominion Bank Tower, Toronto (416) 367-1900 


